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Dear S i r  o r  Madam: 

We b.ave reviewed your a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exemption from 
F e d e r ~ l  income t a x  under t h e  p rov i s ions  of s e c t i o n  5Ol (c ) (3 )  of  t h e  
I n t e r n a l  R ~ v e n u e  Code of 1954. 

The in fo rmat ion  submitted d i r c l o e e e  t h a t  yotr were incorpora ted  a s  
n n o n p r o f i t  c o r p o r a t i o n  tn t h e  S t a t e  of  on l. 
The g e n e r a l  purpose of your o r g a n i z a t i o n  a e  e a t  f o r t h  i n  t h e  a r t i c l a e  
of i n c o r p o r a t i o n  i s  t h e  t r a r ~ s p o r t a t i o n  of c h i l d r e n  f o r  a  

 educat ion.  

Your a p p l i c a t i o n  f o r  exemption s t a t e s  t h a t  you were formed t o  t r a n s p o r t  
grade school  e t u d e n t e  from t h e  ,  a r e a  t o   

,  l o c a t e d  i n . S i n ~ e  i n t e r e t a t e  
t ranHport  i s  involved,  p u b l i c  school bus t r a n e p o r t a t i o n  i s  n a t  provided.  
The s t u d e n t s  us ing your school  bus e e r v i c e  a r e  members of  

.  Your d a i l y  f e e  i s  $  p e r  s t u d e n t  o r  $  per  family .  
The bue i s  a l s o  used f o r  echool f i e l d  t r i p e .  

S e c t i o n  5 0 l ( c ) ( 3 )  of t h e  Code provides ,  i n  p a r t ,  f o r  t h e  exemption from 
F e d e r a l  income t a x  f o r  o r g a n i z a t i o n s  o rgan i red  and opera ted  e x c l u s i v e l y  
f o r  r e l j  g i o u s ,  c h a r i t a b l e  o r  e d u c a t i o n a l  purporee ,  no p a r t  of t h e  n e t  
e a r n i n g s  of which i n u r e s  t o  t h e  b e n e f i t  of any p r i v a t e  ehareho lde r  o r  
i n d i v i d u a l .  

S e c t i o n  1 .501(c)  ( 3 ) - l ( d )  ( l ) ( i i )  of t h e  Inc- Tax Regu la t ions  s t a t e r t h a t  
an  o r g a n i z a t i o n  deecr ibed i n  e e c t i o n  501(c)(3) of t h e  Code muet oe engaged 
i n  a c t i v i t i e s  whLch f u r t h e r  p u S l i c  purpoees r a t h e r  t h a n  p r i v a t e  i n t e r e s t s .  
I t  must not  be opera ted  f o r  t h e  b e n e f i t  of des igna ted  i n d i v i d u a l s  o r  t h e  
persons  who c r e a i  ed it.  

Rev. Rul. 69-175, 1969-1 CB 149,  e t a t e e  t h a t  a n o n p r o f i t  o r g a n i z a t i o n  formed 
by pa ren te  of p u p i l s  a t t e n d i n g  a  p r i v a t e  echoo,l ,  t h a t  p rov ides  echool  bus 
t r a n s p o r t a t i o n  f o r  i t s  =embers' c h i l d r e n  s e r v e s  a  p r i v a t e  r a t h e r  than  a 
p u b l i c  i n t e r e s t  and dore  not  q u a l i f y  f o r  exemption under  s e c t i o n  501(c ) (3 )  
of t h e  Code. 
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Your a c t ~ v i ' ? e s  a r e  similar t o  t h o s e  deocr ibed i n  Rev. Ru1.'69-175. 
By providing t r a n s p o r t a t i o n  t o  your members under t h e  c i rcumstances  
d e s c r i b e d ,  you are enab l ing  t h e  p a r t l c i p a t i b  p a r a n t s  t o  f u l f i l l  
t h e i r  i n d i v i d u a l  r e s p o n s i b i l i t y  of tranopork4ng t h e i r  c h i l d r e n  t o  
schoo l  and t o  echool  f i e l d  t r i p e .  T h e r e f o r e i ' y o u r  a c t i v i t i e o  ee rve  
p r i v a t e  i n t e r e e m  even though your o r g a n i z a t i o n  was formed by t h e  
pa r iah .  

Accordingly,  vo propose to deny your a p p l i c a t i o n  f o r  r e c o g n i t i o n  
of exemption from Federal  inccnae t a x  a s  a n  o r g a n i s a t i o n  deocrLbed 
i n  s e c t i c ~  5Ol(c)(3)  of t h e  Code. I f  you a r e  i n  agreement, p l e a s e  
s i g n  and r e t u r n  t h e  o r i g i n a l  of t h e  pnclosed Porm 6018, Conrent t o  
Proposed Adveree Action. 

We have considered your a p p l i c a t i o n  under o t h e r  euboect ions  of 
501(c) of t h e  Code and you do not  qua l i fy .  Accordingly,  you are 
required t o  f i l e  Federa l  income t a x  r e t u r n e  annua l ly  on Porm 1120. 

Cont r ibu t ions  t o  you a r e  no t  d e d u c t i b l e  by donors under s e c t i o n  170 
of t h e  Code. 

You have t h e  r i g h t  t o  p r o t e s t  our proposed d e n i a l  of your exemption 
under e e c t i d n  501(c)(3)  of t h e  Code i f  you b e l i e v e  t h a t  is is  in- 
c o r r e c t .  To p r o t e e t ,  you should e u b d t  a w r i t t e n  appea l  g i v i n g  t h e  
f a c t s ,   la^, and any o t h a r  informat ion t o  oupport pour p o s i t i o n  a s  
expla ined i n  t h e  enclosed P u b l i c a t i o n  892 ( R ~ v .  8-78), "Exempt 
Organizat ion Appeal Proceduree f o r  Unegreed foeuee". The appea l  
~ u s t  be submitted w i t h i n  30 daya f r m  t h e  d a t e  of t N e  let ter  and 
must be  signed by one of your p r i n c i p a l  o f f  i c e r s .  You may .Fequest 
a hear ing  wi th  a nember of t h e  o f f i c e  of t h e  Regional D i r e c t o r  of 
Appeals vhen you f i l e  your appeal.  I f  a h e a r i n g  is reques ted ,  you 
b 1 1 1  be contacted t o  a r r a n g e  a d a t e  f o r  i t .  The h e a r i n g  may be  
he ld  a t  t h e  Regional Of f ice ,  o r ,  i f  you requee t ,  a t  any mutuhlly - 
convenient D t s t r i c t  Off ice .  I f  you a r e  t o  be represen ted  by eome- 
one who i e  no t  nne of your p r i n c i p a l  o f f i c e r s ,  he must f i l e  a 
p r o p ~ r  power of a t t o r n e y  and otherwise  q u a l i f y  under our  Con- 
fe r -nce  and P r a c t i c e  Requirements as s e t  f o r t h  i n  s e s t i o n  601.502 
01 t h e  Statement of Procedural  Rules. See T r m e u r g  Denartment 
C i r c u l a r  No, 230. 



  
 

If you do not p r o t e s t  t h i s  deteradnat ion i n  a timely amnner; i t  
w i l l  be considered by the  I n t e r n a l  Revenue Service as a f a i l u r e  
t o  exhaust ava i l ab l e  adminis t ra t ive  remedies.. Sec t ion  7428(b) (2) 
of the Code providee, i n  p a r t , - t h a t ,  "A dec la ra tory  judgnent o r  
decree under t h i s  s ec t i on  s h a l l  not be i s sued  i n  any proceeding 
u ~ l e s s  the Tax Court, the  Court of C l a b a ,  o r  t h e  District Court 
of the United S t a t ee  f o r  t L  3 D i o t r i c t  of Columbia determiner t h a t  
t he  organiza t ion  involved has exhausted admiqdstrativa remedies 
ava i l ab l e  t o  i t  wi th in  the  I n t e r n a l  Revenue Service." 

I f  we do not hear from you within the time spec i f i f ed ,  t h i n  pro- 
posed den ia l  w i l l  become f i n a l .  We w i l l  a lno  n o t i f y  t h e  appropr ia te  
s t a r e  o r f i c i a l s  of t h i e  ac t i on  i n  accordance with s ec t i on  6104(c )  of 
t h e  Code. 

Sincerely youre, 

   
D i s t r i c t  Di rec tor  

Enclosures ( 2 )  




